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SACRAMENTO UPDATE

LegislatureAdoptsMid-Year Reductions

OnThursday,February26, 2004,the Legislaturesentto GovernorSchwarzeneggertwo
parts of a $990 million packageof GeneralFund reductionsto the currentfiscal year
2003-04 budget. The packageadopts$295 million in reductionsalready initiated by
theGovernorunderSections27 and410 of theBudgetAct, andadds$145.8million in
new loans, transfers, disencumbrances,cuts, and reversions,and a $475 million
increasein the Vehicle License Fee (VLF) backfill loan. The last element of the
package,a $67 million suspensionof the Natural HeritagePreservationTax Credit, is
pendingaction by theAssembly.

Among the notablereductionsare: disencumberanceof $5 million of dormant project
funds from the Department of Housing and Community Development; reversionof
$3.9million of unusedfundsfrom theCalifornia Housing FinanceAgencyto theGeneral
Fund; reduction of $600,000in GeneralFund support from the Departmentof Motor
Vehicles; reversionof $105 million of unencumberedfundsfor prior-yearflood control
projectsfrom theDepartmentof WaterResourcesto theGeneralFund;andreversions
of $27 million in prior-yearsavingsand unspentcurrent-yearfundsfrom various health
and human servicedepartmentbudgetsto the GeneralFund, including $3.9 million in
the Departmentof Health Services,$2.6 million in the Departmentof Child Support
Services,$2.3million in theManagedRisk Medical InsuranceBoard, and$1.4 million in
the Departmentof Mental Health. No details are availableat this time as to whether
thesereductionswill affectCounty programsor operations.
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The increasein theVLF gaploan is in additionto the$825million loan alreadyincluded
in the Fiscal Year 2003-04Statebudget. The total VLF gaploan from local government
to theStatetotals $1.3 billion, andis to be re-paidby theStatein FY 2006-07.

We will continueto keepyou advised.
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